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A Local Government Unit�s Guide 

to the Purchase of 

Parallel Drug Imports from the 

Philippine International Trading Corporation 

 

 

INTRODUCTION 
 

To improve the health status of a province, good quality, safe, and low-cost drugs must be 

available in the hospitals and RHUs. However, in the Philippines, good quality drugs are 

priced beyond the capability of the patients to pay for them. This situation is more 

inequitable when viewed against the fact that these same drugs are sold in other countries at 

prices several times lower than in the Philippines. One way to solve this problem is to 

import these drugs into the Philippines from a country where it is priced lower. This is called 

parallel importation and this is exactly what the Departments of Health and Trade and 

Industry have been doing. 

 

Since the last quarter of 2000, they have sold these parallel drug imports (PDI) to about 40 

DOH hospitals and to the hospitals of the province of Capiz. These hospitals are now 

offering quality, low-cost drugs to their patients. However, hospitals in many more provinces 

still do not have access to these PDIs.  

 

This guide has been written to provide Local Government Units (LGUs) with step-by-step 

instructions on how to purchase PDIs for their own hospitals. It is hoped that with access to 

these good quality, low cost drugs, the provinces will be able to improve the health status of 

their people. 

 

Definition 

 

Parallel importation�Refers to the importation, without authorization of the patent holder, 

into a country of a product from a third country, where this product has been marketed by 
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the patent holder or in another legitimate manner. It is mainly used when the price in the 

third country is considerably lower than the price the patent holder charges in the country 

concerned. 

 

What is the Philippine International Trading Corporation? 

  

The Philippine International Trading Corporation (PITC), an attached agency of the 

Department of Trade and Industry (DTI), is the sole government-owned international 

trading company with extensive experience in the export and import of commodities, 

industrial products, and consumer goods. In line with its mandate to support the private 

business sector, the Corporation also makes full range of trade-related services available to 

clients at competitive rates. 

 

As the trading arm of the government, PITC has been directed, when the situation warrants, 

to undertake bulk importation of certain commodities in order to stabilize prices and to 

ensure proper supply in the domestic market. The Corporation assists other government 

entities in undertaking procurement of their equipment, goods, supplies and services 

requirements, utilizing its network, facilities, and resources. 

 

At present, the PITC is the sole entity, whether government or private, authorized by the 

DOH to conduct parallel importation of drugs.  

 

Advantages of Procurement through PITC 

 

1. No need for bidding. DOH does not have to go through the tedious bidding 

process. Under the Implementing Rules and Regulations of Executive Order No. 302, s. 

1987, local government units are authorized to enter into a negotiated contract for the 

procurement of medicines when the purchase is to be made from another agency of the 

government.  
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It is the responsibility of PITC to conduct its own bidding and/or canvass from among 

possible suppliers in order to select the appropriate party who can provide prices and 

terms most advantageous to the government. 

 

2. Value for money. The LGU will be charged competitive prices, reflecting only the 

actual reasonable costs of the specific drugs and medicines. PITC will ensure that no 

unnecessary middlemen, distribution, and other facilitation charges that other suppliers 

may have previously been passing on to the government, are assumed by the LGU. 

 

Budgetary allocations and funding will be maximized, as larger quantities may be 

purchased as a result of lower per unit prices. 

 

3. Reasonable payment terms. The LGU will be able to avail of reasonable payment 

terms for its purchases. The LGU will not be required to pay in advance, as PITC is 

prepared to extend and/or negotiate credit of from 30 to 60 days from the date of 

delivery and acceptance. In addition, dollar payments are not required as PITC selling 

prices are quoted in Philippine pesos for a specified validity period. 

 

4. Quality. The LGU will be assured of the quality of all drugs and medicines supplied by 

the PITC. Care will be taken that all such products (a) are sources only from reputable 

suppliers with the necessary cGMP/WHO certifications; (b) undergo the standard 

laboratory testing process of the BFAD; and (c) are properly registered before delivery to 

users. Inspection trips to the suppliers� facilities by qualified DOH and BFAD quality 

assurance inspectors can be arranged in order to ensure production standards are met 

and quality control processes instituted. 

 

5. Timely delivery. The LGU will be assured of timely delivery of drugs and medicines. 

PITC will regularly monitor production and closely coordinate with the supplier to 

ensure delivery to the LGU in time for the projected distribution or program launching. 

 

6. Logistics and warehousing services. The LGU does not have to contract third 

party logistics, warehousing, and delivery services as these are already provided by PITC. 
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In addition, PITC takes care of the customs clearance procedures, as well as of the 

documentation requirements, pertaining to importation. 

 

7. Government revenues. PITC will ensure full declaration of duties, value-added, city 

and other taxes ensuring revenues to the government. PITC, in addition, pays out 

dividends to its mother company, reverting part of its revenues to the National 

Government. 

 

How to Contact the PITC 
 

The LGU, through the Provincial Health Officer (PHO), should contact the PITC to inform 

them of the LGU�s intent to purchase PDI. The PITC can be contacted through: 

 

Simultaneously, the PHO informs the Provincial General Services Office (PGSO) that they 

intend to purchase PDI from PITC and requests them to facilitate accreditation of PITC. 

 

PITC Accreditation 
 

PITC contacts the PGSO. The PGSO informs the PITC of the requirements for 

accreditation with the province as a drug supplier.  

 

PITC submits the requirements. Documents usually include: 

a. Mayor�s or Business Permit 

b. Articles of Incorporation, by-laws, or charter 

c. Bureau of Internal Revenue (BIR) Income Tax Return 

d. BIR VAT Certificate 

Philippine International Trading Corporation (PITC) 
Address: Philippines International Centre 
  46 Sen. Gil J. Puyat Avenue 
  1200 Makati City, Metro Manila 
Tel. Nos.: (632) 845-4776; 845-4376 loc. 303 
Fax Nos.: (632) 845-4473, 845-4476, 845-4363 
Email: pitc@info.com.ph; pitcccin@info.com.ph 
Contact Person: Cecilia S. Sison � Program Manager 
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e. Certificate of Withholding Agent 

f. License to Operate 

g. Certificate of Product Registration (CPR) 

 

I. DRUG SELECTION 

 

Step 1. The PHO requests the Therapeutic Committee (TC) of each hospital to submit a list 

of drug requirements and quantities based on the PITC Price List (Annex 1). 

Step 2. The TC selects drugs from the PITC list. Each hospital TC estimates the annual 

quantities required for each drug using the Consumption Method (Annex 2). It then 

submits a quarterly Request and Issuance Voucher (RIV) to its Hospital Supply 

Officer (HSO). (Only the drugs that are on the PITC Price List can be purchased. 

Please note that the PITC prices are already inclusive of VAT and transport costs. 

However, additional freight costs may be added if special handling or delivery is 

required. In the future, PITC may add other drugs like vaccines and nutritional 

supplements, e.g., Vitamin A and iodized oil capsules.) 

 

II. DRUG PROCUREMENT 

 

Step 3. Based on the quarterly RIV, each HSO prepares and submits a Purchase Request 

(PR) to the PGSO.  

Step 4. The PGSO consolidates the PR from the hospitals and prepares a Purchase Order. 

The PGSO faxes an advance copy of the PO to the PITC and sends a copy to the 

regional/provincial office of the Department of Trade and Industry (DTI). 

Ordering. The PITC consolidates the orders of several LGUs before it places an 

order with its suppliers. As such, it needs a 3-month lead-time to process and deliver 

the POs of all LGUs who want to purchase PDIs. The following schedule should be 

followed in the submission of POs: 
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PROCUREMENT PERIOD 
(Quarter) 

DATE WHEN DRUGS ARE 
NEEDED 

DATE WHEN PITC SHOULD HAVE 
RECEIVED THE P.O. 

1st 1 January 1 October (the previous year) 
2nd 1 April 2 January 
3rd 1 July 1 April 
4th  1 October 1 July 

 

Step 5. After receiving the PO, PITC consolidates the orders from all LGUs. PITC sends 

samples of the required drugs to the Bureau of Food and Drugs (BFAD) for testing.  

Step 6. After testing, the BFAD releases the Certificate of Analysis (CA) to the PITC. 

Step 7. PITC imports the products. This usually takes 15 days from the time PITC sends the 

PO to its suppliers.  

Step 8. The imported drug products are received, cleared, and released by the Bureau of 

Customs (BOC) after 5 days. 

Step 9. Upon release from the BOC, the PITC conducts physical counting, labels, and re-

packs according to orders. The drug products are picked-up from the PITC 

warehouse by the freight forwarder together with the following documents: 

a. Sales invoice 

b. Delivery receipt (optional) 

c. A copy of the CPR 

d. A copy of the CA from BFAD 

 

III. DRUG DISTRIBUTION 

 

Step 10. Upon receipt, the PGSO inspects the drugs and the documents. It signs and returns 

the sales invoice and delivery receipt to the PITC by mail. The PHO is notified of 

the receipt of the drugs.  

Step 11. The PHO prepares and signs the Disbursement Voucher (DV) and, together with 

other supporting documents, sends it to the Provincial Accounting Office (PAO). 

Step 12. The PAO certifies that the DV are supported with receipts. The Provincial 

Treasurer�s Office prepares and signs the check. The Provincial Governor�s Office 

approves the DV and signs check. The check is mailed or sent by courier to the 
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PITC. Payment must be made within 30 days from the date of delivery by check 

payable to the �Philippine International Trading Corporation�. 

Step 13. PITC confirms receipt of payment and issues the official receipt. The OR is mailed 

to the LGU. 

Step 14. The hospital supply officers collect monthly consumption data for the PDI and 

submit them to the PGSO. 

Step 15. The PGSO sends this data to the PITC and to the Policy, Planning, and Advocacy 

Division (PPAD) of the BFAD on the last Friday of every month (See Annex 3 

for PDI Inventory Form). 

 

A summary of the above steps is shown in the flow chart in Annex 4. 

 

POLICY AND LEGAL FRAMEWORK 

 

The legal basis of parallel importation is embodied in both international agreements and 

national issuances: 

  

A. TRIPS agreement  

B. Amendment to the Rules and Regulations Implementing Republic Act (R.A.) No. 8203 

otherwise known as �The Special Law on Counterfeit Drugs�.  

C. Administrative Order (A.O.) no. 23-A s. 2000 dated March 2, 2000 and A.O. no. 32 s. 

2000 dated April 7, 2000 on the �Creation of the Joint DOH-DTI Task Force on 

Pharmaceutical Concerns�.  

D. Memorandum from President Joseph E. Estrada to DOH and DTI dated April 26, 2000 

on �Affordable and Accessible Life-Saving Medicines� 

E. A.O. no. 85 s. 2000 dated July 14, 2000 on �Registration Requirements for a 

Government Agency Importing a Pharmaceutical Product with a Registered Counterpart 

Brand in the Philippines�. 

F. Presyong Tama, Gamot Pampamilya Program  

 
The documents appear below. 
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TRIPS AGREEMENT 
 
Section 3.4 Parallel Imports 
 
Parallel importation refers to the importation, without authorization of the patent holder, into a country of a 
product from a third country, where this product has been marketed by the patent holder or in another 
legitimate manner. It is mainly used when the price in the third country is considerably lower than the price 
the patent holder charges in the country concerned. Parallel import is allowed under the TRIPs Agreement; in 
fact, TRIPs explicitly states that it does not address the issue of parallel import, thereby, leaving countries free 
to determine their own policy in this respect. 
 
At times, it is being argued that allowing parallel import in developing countries will result in an increase in 
counterfeit and/or substandard products in the market and will therefore have a negative impact on 
consumers. This is speculation. However the benefits are quite clear and there is a strong economic rationale 
for developing countries to adopt parallel import. 
 
A market where price discrimination is common, such as the pharmaceutical market where prices for the 
same product can vary considerably between countries, will fundamentally change if parallel import is allowed. 
The multinational pharmaceutical industry argues that parallel import will prevent preferential prices for 
developing countries. To the extent that developing countries do indeed benefit from preferential prices, this 
could be true. The drug companies� worries are understandable since, obviously, revenues would come under 
pressure if �high-price markets� such as the US would start parallel importation of cheaper drugs from, for 
instance, Canada. If this were to happen (in fact, currently there is considerable support in the US for 
allowing parallel import of drugs from Canada), companies would be tempted to react by harmonizing their 
prices across borders. The solution however seems to be to prevent parallel importation in industrialized 
countries, instead of putting pressure on developing countries in this respect. 
 
It is worth noting that the US legislation on IPR allows parallel importation; however, in the US, parallel 
import of medicines is forbidden by regulations related to Food and Drug Control. 
 
 
Source: The TRIPS Agreement and Pharmaceuticals, Report of an Asean Workshop on 
the TRIPs Agreement and its Impact on Pharmaceuticals, Jakarta, 2-4 May 2000, p. 33 
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AMENDMENT TO THE RULES AND REGULATIONS IMPLEMENTING REPUBLIC ACT (R.A.) NO. 
8203 OTHERWISE KNOWN AS “THE SPECIAL LAW ON COUNTERFEIT DRUGS”. 
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ADMINISTRATIVE ORDER (A.O.) NO. 23-A S. 2000 DATED MARCH 2, 2000 
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A.O. NO. 32 S. 2000 DATED APRIL 7, 2000.
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MEMORANDUM FROM PRESIDENT JOSEPH E. ESTRADA TO DOH AND DTI DATED APRIL 

26, 2000 
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A.O. NO. 85 S. 2000 DATED JULY 14, 2000 
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PRESYONG TAMA, GAMOT PAMPAMILYA PROGRAM 
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Annex 2: Consumption Method 
 
Step 1. Prepare a list of drugs to be quantified (See sample table 2) 
 
Step 2. Determine the period of time to be reviewed for consumption 

 
Step 3. Enter consumption data for each drug.  

For each drug: 
i. Enter the total quantity (CT) used during the review period (RM) in basic 

units; 
ii. Enter the number of days in the review period that the drug was out of 

stock�(DOS). If it is impossible to determine the number of days out of 
stock with accuracy, the estimated number of months out of stock during the 
period can be entered. 

iii. The lead time for the last procurement (or the average from the last several 
procurements) 

 
Step 4. Calculate the average monthly consumption (CA) using either of the two methods: 

Recommended method: CA = CT ÷ [RM – (DOS ÷ 30.5) 
1. Enter the total consumption (CT) and divide this by the number of 

months in the review period (RM) minus (the total number of days out of 
stock in the same period divided by 30.5 to convert to months  (DOS ÷ 
30.5)). (Refer to formula 1 in Table 1) 

 
Alternative method: CA = CT ÷ (RM – MOS) 

1. This is the simpler but less precise method using the estimate number of 
months out of stock for adjusting consumption, omitting the step of 
converting days to months. (Refer to formula 2 in Table 1) 

 
Step 5. Calculate the safety stock needed for each drug: SS = CA x LT 

1. The average monthly consumption from Step 4 (CA) is multiplied by the 
average lead-time for procurement (LT=in months). (Refer to formula 3 in 
Table 1) 

 
Step 6. Calculate the quantity of each drug required in the next procurement period 

(quantity to order): QO = CA x (LT + PP) + SS – (S1 + SO)  
(Refer to formula 4 in Table 1). 

1. The average monthly consumption (CA) is multiplied by the sum of the 
lead-time (LT) and the procurement period (PP = number of months to 
be covered by the order). 

2. Add the quantity needed for safety stock (SS) 
3. Subtract the sum of the quantity of stock on hand and the stock on order 

(S1 + SO [if there are any]) 
 

Step 7. Adjust for expected changes in consumption pattern by multiplying the quantity to 
order with a certain percentage, if necessary. (Qa) 
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Step 8. Adjust for losses by further multiplying the estimated value in step 7, if necessary. 
(Qa) 

 
Step 9. Compile quantifications from all hospitals.  

 
Step 10. Estimate costs for each drug and get total of the costs 

 
Step 11. Compare total costs with the budget and make adjustments. 
 
 

Table 1. Summary of Formula 
 

Consumption-Based Computations 

Formula 
Number 

Objectives of Formula Calculations 

1 Adjusted average monthly consumption 

(preferred) 
CA = CT ÷ [RM � (DOS ÷ 30.5) 

2 Adjusted average monthly consumption 

(alternative) 
CA = CT ÷ (RM � MOS) 

3 Basic safety stock requirements SS = CA x LT 

4 Quantity to order QO = CA x (LT + PP) + SS � (S1 + SO) 

Where: 

CA = Average monthly consumption, adjusted for stockouts 

CT = Total consumption during review period, in basic units 

DOS = Number of days an item was out of stock during the review period 

LT = Average lead time (for projected supplier or worst case), in months 

MOS = Estimated number of months an item was out of stock during the review period 

PP = Procurement period (number of months to be covered by order) 

QO = Quantity to order in basic units, before adjustments for losses or program change 

RM = Review period in months minus the number of months of data reviewed for forecasting 

SI = Stock now in inventory, in basic units 

SO = Stock now on order, in basic units 

SS = Quantity needed for safety stock 
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